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April 30, 2000

The Honorable Paul Schell
Seattle City Councilmembers
City of Seattle
Seattle, Washington  98104-1876

Dear Mayor Schell and City Councilmembers:

Attached is our report regarding the Seattle Indian Services Commission.  The study found that
the Commission’s management practices were consistent with City policies and the
Commission’s charter, rules and regulations.  In addition, the Commission’s response to a
difficult management issue—the proposed relocation of the Seattle Indian Center’s food program
to create needed child care space—demonstrated its responsiveness to tenant agencies and
commitment to sound management practices.  Two financial compliance issues were also
addressed in a separate management letter during the study process.

The study also presents information on the functions of the City’s Public Development Authority
(PDA) Coordinator.  While we did not audit the PDA Coordinator’s function, the roles and
responsibilities of the Coordinator are highlighted in this study as a useful reference for City
officials, staff and citizens interested in the ongoing operations and activities of the nine PDA’s.

The Seattle Indian Services Commission’s response to the study largely ignores the positive
findings.  In fact, the response redresses the study findings and its own history of judicious
management practices by focusing on its frustrations in resolving the difficult space issue.
However, we appreciate the excellent cooperation received from the Seattle Indian Services
Commission and the PDA Coordinator during our review process.  If you have any questions
regarding this report or would like additional information, please call me at 233-1093 or Susan
Baugh at 669-6330.  To improve our work, we ask our readers to complete and return the
evaluation form at the back of this report.

Sincerely,

Susan Cohen
City Auditor
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EXECUTIVE SUMMARY

INTRODUCTION

The Seattle Office of City Auditor initiated the study of the Seattle Indian Services Commission
in 1999 as the third study in a series on City chartered public development authorities.  The
purpose of the study was to determine whether the Seattle Indian Commission management was
reasonable and consistent with City policies and directives.  In addition, the study provides
information on the City’s Public Development Authority (PDA) Coordinator as a useful
reference for City officials, staff and citizens interested in the ongoing operations and activities
of the nine public corporations.

SUMMARY OF SIGNIFICANT ISSUES RAISED AND AUDIT FINDINGS

Finding 1:  Management of the Seattle Indian Services Commission Was Generally
Consistent With Its Charter, City Policies, and Its Rules and Regulations.

The program and activities undertaken by the Seattle Indian Services Commission have generally
been consistent with its charter, rules and regulations and with significant policies and programs.
In addition, the Seattle Indian Services Commission and its constituent agencies have
successfully accomplished the objective set forth in the purpose statement for its charter.
Although compliance issues were occasionally identified during the past 27 years, the majority
issues were minor, and the Commission has been responsive to requests for information from
City officials and staff and from the Native American/Alaskan Native Community.

Finding 2:  The Proposed Relocation of the Community Meals Program Demonstrates the
Seattle Indian Services Commission’s Responsiveness to Tenant Agencies and Commitment
to Sound Property Management Practices.

During the course of the study, important issues were raised regarding the Seattle Indian Center’s
need for additional space.  Specifically, the Seattle Indian Center asked the Seattle Indian
Services Commission to relocate the Center’s community meals program from the Leschi Center
to the Pearl Warren Building.  The impetus for the proposal was the need to create additional
space for an expansion of the Seattle Indian Center’s Tillie Cavanaugh Child Care Program to
meet growing demands for infant and child care.  While the proposed relocation of the
community meals program was denied, the Commission has continued to work with the Seattle
Indian Center to identify alternative space, consistent with its mission of providing facilities to
for programs serving the Native American/Alaskan Native Community.

Finding 3:  Seattle Indian Services Commission’s Financial Management Practices Were
Generally Consistent With City Policies And Contractual Agreements For Financing Its
Facilities With Public Bonds.

Based upon the review of the Seattle Indian Services Commission audits and information
provided by the Commission and PDA Coordinator, the Seattle Indian Services Commission was
generally in compliance with financial policies and contracts.  However, two exceptions were
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noted regarding the Seattle Indian Services Commission’s investments and delayed tenant
payment of facility maintenance expenses, which were addressed by the Commission.

RECOMMENDATIONS/SUGGESTION

1. The Seattle Indian Services Commission should continue to pursue space alternatives for the
Seattle Indian Center.  The Executive Director should continue to work closely with both the
Seattle Indian Center and Seattle Indian Health Board to ensure that the interests of both
tenant agencies and the Native American/Alaskan Native community are appropriately
served.

2. The Seattle Indian Services Commission should also continue to adhere to Washington State,
City of Seattle, and its own new policies regarding the investment of funds in excess of those
required for its operations.  In addition, the Commission should review the interlocal
agreements with the City of Seattle for the Leschi Center and the Pearl Warren Building to
ensure that it is in compliance with all requirements related to the various debt service and
maintenance funds.

3. City of Seattle officials, staff and citizens are also encouraged to contact the PDA
Coordinator as a knowledgeable resource on the operations and activities of the nine public
corporations when relevant questions or issues arise.
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CHAPTER 1:  INTRODUCTION

BACKGROUND

The Seattle Indian Services Commission is a public corporation chartered by the City of Seattle
in 1972 for the purpose of providing effective, comprehensive, and coordinated programs,
services and activities to meet the unique needs of Seattle’s Native American residents.  (Please
see Appendix 1 for statement of purpose.)  The Seattle Indian Services Commission is comprised
of eight representatives appointed by four constituent agencies:

Ø American Indian Women’s Service League,
Ø Seattle Indian Center,
Ø Seattle Indian Health Board, and
Ø United Indians of All Tribes Foundation.

The four constituent agencies jointly applied for the City charter in 1972.  Each constituent
agency appoints two members to the Commission, subject to the approval of the Seattle City
Council.

Seattle Indian Services Commission’s Primary Function Is the Management of Facilities
for Native American/Alaskan Native Service Organizations

The Seattle Indian Services Commission’s primary function is to manage and operate facilities
for service organizations that offer direct services for Native Americans/Alaskan Natives.  Under
the auspices of the Seattle Model City Program, the Seattle Indian Services Commission
acquired its first property, the Henry Broderick Building, with a grant of $600,000.  The Seattle
Indian Services Commission’s initial efforts were focused on building renovations to bring the
facility into compliance with the City’s building code and to create appropriate space for the
service organizations.  The Commission received approximately $500,000 in City and Federal
grant funds for renovation and remodeling activities.

The Henry Broderick Building was sold in 1982.  The proceeds were used to develop a parcel of
land located at 12th Avenue South and South Weller Street.  The Seattle Indian Services
Commission completed construction of the Leschi Center on one parcel in 1988 and, at the
request of the Seattle Indian Health Board, completed construction of the Pearl Warren Building
on the second parcel in 1996.

Construction of both the Leschi Center and the Pearl Warren Building were financed through
Special Obligation Revenue Bonds that were guaranteed by the City.  Bonds in the amount of
$4.67 million were issued for the construction of the Leschi Center, which contains the 14,000
square foot office and service facilities leased by the Seattle Indian Center, and a 28,000 square
foot medical facility leased by the Seattle Indian Health Board.  Bonds in the amount of $6
million were issued for the construction of the Pearl Warren Building, which is a 22,000 square
foot office complex that is substantially leased by the Seattle Indian Health Board for its
administrative offices.  In addition, the administrative offices of the Seattle Indian Services
Commission and the American Indian Women’s Service League are currently located in the
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Pearl Warren Building, along with gathering space for the Native American/Alaskan Native
community.

Seattle Indian Services Commission Provides Options Program for Native
American/Alaskan Native Youth

In addition to facilities management functions, the Seattle Indian Services Commission assumed
management of a craft shop, Traditions and Beyond, formerly owned and operated by the
American Indian Women’s Service League.  Traditions and Beyond specializes in Native
American arts and crafts.  The Seattle Indian Services Commission also offers an Options
Program which explores lifestyle options for Native American/Alaskan Native youth.  The
Options Program provides tutoring, counseling, exposure to job opportunities and other
enrichment activities to prepare high school students for colleges and careers.  In addition, the
Seattle Indian Services Commission provides scholarships to assist college students, and has
sponsored career fairs for youth.  However, these activities are limited in scope, particularly
compared to the Seattle Indian Services Commission’s property and facilities management
responsibilities.

Tenant Agencies Provide Direct Social And Health Services to the Native
American/Alaskan Native Community

As noted above, both the Seattle Indian Center and Seattle Indian Health Board are tenants as
well as constituent agencies of the Seattle Indian Services Commission.  As envisioned by the
Seattle Indian Services Commission Charter, these non-profit agencies, rather than the
Commission, provide direct social and health services for the Native American/Alaskan Native
community.

When the Seattle Indian Services Commission was formed in 1972, the Seattle Indian Center
assumed responsibility for the social service programs formerly managed by the American
Indian Women’s Service League, including the community meals program.  Currently, the
Seattle Indian Center provides a range of social services.  These services include the community
meals program, food bank, child care, education, employment, transitional housing and other
emergency assistance services for more than 22,000 Native Americans/Alaskan Natives and
economically disadvantaged residents of Seattle.

The Seattle Indian Health Board is the largest urban Native American health care center in the
country, and provides a range of direct health services to Native Americans/Alaskan Natives.
These services include primary health care, pediatric health services, mental health, substance
abuse treatment, and dental care services.  In addition, the Seattle Indian Health Board operates
the only Native Indian Family Residency Program in the nation in conjunction with the
University of Washington School of Medicine.
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STUDY OBJECTIVES

The Seattle Office of City Auditor initiated the study of the Seattle Indian Services Commission
in 1999 as the third study in a series on City chartered public development authorities.  The
purpose of the study was to determine whether the Seattle Indian Commission management was
reasonable and consistent with City policies and directives.

SCOPE AND METHODOLOGY

Audit staff reviewed and analyzed relevant Washington State laws as well as City of Seattle
ordinances and policies regarding public corporations.  In addition, audit staff reviewed both
historic and current documents regarding the Seattle Indian Services Commission and its
management of previous and current facilities for organizations serving the Native
American/Alaskan Native community.  All documents included in the Official Records of
Proceedings for the 1987 and 1994 Special Obligation Bonds were reviewed.  Audit staff also
interviewed officials, managers, and representatives from the City of Seattle, Seattle Indian
Services Commission, American Indian Women’s Service League, Seattle Indian Center, and the
Seattle Indian Health Board.

This study also contains information regarding the functions of the City of Seattle’s Public
Development Authority (PDA) Coordinator.  The PDA Coordinator position was established to
provide continuous monitoring and reporting on the operations of the City’s nine public
corporations.  While we did not audit the PDA Coordinator’s function, the roles and
responsibilities of the Coordinator are highlighted in this study as a useful reference for City
officials, staff and citizens interested in the ongoing operations and activities of the nine public
corporations.

The study of the Seattle Indian Services Commission was conducted between September and
December, 1999, in accordance with generally accepted government auditing standards.
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CHAPTER 2:  SEATTLE INDIAN SERVICES COMMISSION

This chapter focuses on the review of the Seattle Indian Services Commission’s management
practices and its compliance with City ordinances, policies, and contractual agreements for
public financing and operation of its facilities.  In addition, the chapter examines the Seattle
Indian Services Commission’s response to recent tenant concern about additional space to
expand child care services provided for the Native American/Alaskan Native community and
neighborhood residents.

FINDINGS AND RECOMMENDATIONS

FINDING 1:  MANAGEMENT OF THE SEATTLE INDIAN SERVICES COMMISSION
WAS GENERALLY CONSISTENT WITH ITS CHARTER, CITY POLICIES, AND ITS
RULES AND REGULATIONS.

The programs and activities undertaken by the Seattle Indian Services Commission have
generally been consistent with its charter, rules and regulations, and with significant City policies
and procedures.  The Seattle Indian Services Commission and its constituent agencies have
successfully accomplished the objectives set forth in the purpose statement for its charter.
Specifically, the Commission and its constituent agencies have established programs to expand
housing; create job and income opportunities; reduce dependence upon welfare payments;
improve educational facilities and programs; combat disease and ill health; decrease incidents of
crime and delinquency; and enhance recreational and cultural opportunities.

Although compliance issues have occasionally been identified during the past 27 years, the
majority of issues were generally minor, such as the failure to file official records with the City
Clerk’s Office.  The Seattle Indian Services Commission has taken immediate corrective action
when compliance issues were identified.  In addition, the Commission has been highly
responsive to requests for information on issues made by City officials and staff and from the
Native American/Alaskan Native community and the community at large.

Seattle Indian Services Commission Is a Well-Managed Public Corporation

The City’s PDA Coordinator indicated that the Seattle Indian Services Commission is a well-
managed public corporation.  One contributing factor to the successful management and
operation of the Commission, particularly its property management practices, is the lengthy
tenure of the Executive Director.  The current Executive Director, who has worked with the
Commission for the past 15 years, has a strong property management background.  This is
important because the Executive Director’s representative duties, consistent with the Seattle
Indian Services Commission’s charter, include:

Ø Planning and development of facilities to be leased by eligible providers of services to the
Native American/Alaskan Native Community;

Ø The purchase and sale of properties for the development of facilities;
Ø Development of community center space to be used by members of the Community;
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Ø Technical assistance for eligible agencies and organizations seeking to develop space for uses
consistent with the goals of the Commission and the purposes stated in its charter; and

Ø Ongoing management of Commission property and facilities, which ranges from investment
of revenues to facilities and grounds maintenance.

During his tenure, the Executive Director has successfully managed the development of the
Leschi Center, Pearl Warren Building and a 34-unit Seattle Housing Authority housing complex
for Native Americans/Alaskan Natives that is located adjacent to the Leschi Center.  (The
residents of the housing complex receive social and health services from the Seattle Indian
Center and Seattle Indian Health Board.)  The Seattle Indian Services Commission’s property
has been well-maintained and the financial obligations associated with payment of the Special
Obligation Revenue Bonds have been consistently met.

Seattle Indian Services Commission Has Been Responsive to Tenant Concerns and Has
Generally Maintained Good Working Relationships with Constituent Agencies and the
Community

During the course of the study, the tenant agencies described previous and current concerns
regarding major maintenance activities for the Leschi Center and Pearl Warren Building.  These
concerns suggested the need for better definition of the Seattle Indian Services Commission’s
roles and responsibilities for maintenance of the two facilities.  In addition, issues were raised
about the professionalism of the Seattle Indian Services Commission’s meeting minutes.  The
Seattle Indian Services Commission President and Executive Director have already responded to
these issues.  A memorandum was sent to the tenant agencies in October 1999 clarifying the
roles and responsibilities of the Commission and tenant agencies for maintenance activities,
consistent with the Leschi Center and Pearl Warren Building lease agreements.  In addition, the
recent meeting minutes document a higher degree of professionalism in recording the Seattle
Indian Services Commission’s operations and activities, consistent with good business practices.

The Executive Director has generally maintained good working relationships with the constituent
agencies and Native American/Alaskan Native community.  Although relations among the
Seattle Indian Services Commission and the constituent agencies were strained due to an
unresolved space issue (please see next finding for in-depth information about these space
issues), the Executive Director recently proposed an appropriate alternative that was
unanimously accepted by the Commission members.  In addition, the Executive Director has
taken steps to reestablish professional communications among the organizations.

RECOMMENDATION

None.  Please see related recommendations at the end of the next finding.
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FINDING 2:  THE PROPOSED RELOCATION OF THE COMMUNITY MEALS
PROGRAM DEMONSTRATES THE SEATTLE INDIAN SERVICES COMMISSION’S
RESPONSIVENESS TO TENANT AGENCIES AND COMMITMENT TO SOUND
PROPERTY MANAGEMENT PRACTICES.

During the course of the study, important issues were raised regarding the Seattle Indian Center’s
need for additional space.  In December 1998, the Seattle Indian Center asked the Seattle Indian
Services Commission to relocate the Center’s community meals program from the Leschi Center
to the Pearl Warren Building.  The impetus for the proposal was the need to create additional
space for an expansion of the Seattle Indian Center’s Tillie Cavanaugh Child Care Program to
meet growing demands for infant and child care.  Increased space was specifically required to
address Washington State licensing requirements for a separate infant area within the existing
child care space, located adjacent to the area where community meals are served at the Leschi
Center.

The Seattle Indian Center requested the use of an area in the Pearl Warren Building, which is
currently designated as community rental space.  The community space was the only area large
enough with adjacent kitchen facilities to comfortably accommodate the community meals
program and was available on a rental basis for the Commission, its tenants and the Native
American community.  The Seattle Indian Center indicated that it would pay the regular rental
rate for the community space, which would generate additional rental revenue for the Seattle
Indian Services Commission during the week.

Important Issues Raised by the Seattle Indian Health Board Regarding Proposed Use of
Pearl Warren Building

The Seattle Indian Health Board, the principal tenant of the Pearl Warren Building, immediately
raised issues about the relocation of the community meals program into the community space.
The Executive Director of the Seattle Indian Health Board identified 20 issues in a memorandum
to the Seattle Indian Services Commission.  Many of the issues were significant, including:

Ø What discounts or other financial arrangements and adjustments would be negotiated with
the Health Board as the principal tenant and party substantially responsible for the payment
of the tax free bonds issued for the construction of the facility?

Ø Who determines the meaning of the lease term “quiet enjoyment” and the compatibility of
the uses for the Pearl Warren Building?  (Again, the Pearl Warren Building was primarily
constructed to house the administrative offices of the Seattle Indian Health Board.)

Ø If the community space is available for alternative uses, would all Seattle Indian Service
Commission constituent agencies be given equal opportunity to propose projects and use for
the space?

Ø What decision making authority did the Seattle Indian Health Board have as the principal
tenant and party substantially responsible for the payment of the Special Obligation Revenue
Bonds issued for the construction of the facility?

Ø How would building security be handled at the Pearl Warren Building during hot meal
service, and how would the Seattle Indian Health Board be compensated for any damage or
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destruction to its leased property?  (Note:  The Seattle Indian Health Board currently pays for
security services at the Leschi Center to protect its property from vandalism.)

The Seattle Indian Health Board requested that the Seattle Indian Services Commission explore
other alternatives before the “extraordinary step” was taken to relocate the community meals
program to the community space in the Pearl Warren Building.

Seattle Indian Center’s Request to Relocate Hot Meal Program Denied by the Seattle
Indian Services Commission

In response to the issues raised by the Seattle Indian Health Board, the Seattle Indian Services
Commission established a three-member committee to review and offer a recommendation to the
full Commission on the proposed relocation of the community meals program to the Pearl
Warren Building.  The Seattle Indian Center and the Seattle Indian Health Board each appointed
one member to the committee, and the President of the Commission selected the third committee
member who served as the committee chair.

Based on the analysis of the issues, the subcommittee did not support the relocation of the
community meals program.  In turn, the full Commission denied the Seattle Indian Center’s
request after a formal vote was taken in which six of the eight Commission members opposed the
relocation.  However, the Seattle Indian Services Commission, and the committee itself in its
report to the Commission, expressed their willingness to consider another space proposal from
the Seattle Indian Center.

It should be noted that the Commission gave heavy weight to the Seattle Indian Health Board’s
concerns as the primary tenant of the Pearl Warren Building and the party that is contractually
responsible for a substantial portion of the lease.  In fact, the Seattle Indian Health Board is
clearly identified as the leasing agency in the official statement for the 1994 Special Obligation
Revenue Bonds, and the Health Board’s lease rate, including maintenance, taxes and insurance
expenses, is substantially equivalent to the projected debt service for the bonds.

In addition, the Seattle Indian Services Commission also gave weight to the Native
American/Alaskan Native Community’s need for rental space.  Location of community space in
the Pearl Warren Building was also used to justify the 1994 bonds, and the Executive Director
provided rental data that demonstrated the active use of the community space.

Alternative Proposal Developed to Address Unresolved Space Issues by Relocating Child
Care Program

While the Seattle Indian Center’s provided an extensive response to the Seattle Indian Services
Commission and Seattle Indian Health Board’s requests for information regarding space needs,
the need for additional space to expand the Tillie Cavanaugh Child Care Program remained
unresolved from March to October 1999,.  Relations among several of the Commission’s
constituency groups became strained.  For example, a question was raised about the impartiality
of the Seattle Indian Services Commission staff regarding the agency’s clients and the relocation



- 8 -

of the community meals programs.  Some unresolved issues were brought to the attention of the
Mayor, City Council, and the City’s PDA Coordinator.

Finally, in October 1999, the Executive Director of the Seattle Indian Services Commission
proposed another solution focusing on the relocation of the child care program rather than the
community meals program to the Pearl Warren Building.  The Executive Director recommended
that the Commission develop an additional 6,797 square foot space over the unsecured parking
area at the Pearl Warren Building.  This would provide approximately 5,438 square feet for the
Tillie Cavanaugh Child Care Program.  In addition, a play space would be created specifically
for the child care program clients.  The proposed development cost was estimated to be between
$675,000 and $1.1 million.

The Commission members unanimously endorsed the proposal during the meeting, and
authorized the Executive Director to initiate discussions with a structural engineer.
Subsequently, the Executive Director retained a structural engineer to conduct a feasibility
analysis for expanding the Pearl Warren Building.  If the structural engineer determines that the
expansion is feasible, the Commission authorized the Executive Director to enter into
discussions with the Seattle Indian Health Board to ensure that their interests are appropriately
represented.

Although the alternative space proposal will not be formally presented to the Seattle Indian
Center Executive Director until the structural analysis is complete, the Executive Director of the
Commission sent a letter to the Seattle Indian Center in October reiterating his willingness to
work together to find a solution to the space needs.  The Commission’s willingness to maintain
open communications is important to identifying suitable space to accommodate the Seattle
Indian Center’s child care and the community meals programs at an affordable cost.

Contractual Agreements and Past Practices Suggest that the Seattle Indian Services
Commission Should Give Priority to Tenants Regarding Space Allocation Issues

Finally, it should be noted that the original agreement between the City and Seattle Indian
Services Commission for the acquisition of Henry Broderick Building recognized that each
constituent organization of the Seattle Indian Services Commission was to be given a reasonable
amount of space within the building for its programs.  Space allocations were to be
commensurate with the constituent organization’s needs and its ability to contribute to the
financial maintenance of the building.  Furthermore, the space allocations were to take priority
over any other space allocations made by the Seattle Indian Services Commission.

Past practices suggest that the Seattle Indian Services Commission has given priority to tenant
agencies’ space needs.  For example, prior to the construction of the Pearl Warren Building, the
Seattle Indian Services Commission permitted the Seattle Indian Health Board to expand its
operation into the then designated community space.  In this instance, other contractual and
compatible use issues were raised that precluded the relocation of the community meals program
into the designated community space in the Pearl Warren Building.  However, given the
important role of the Seattle Indian Services Commission in providing facilities specifically to
house social services programs that serve the Native American/Alaskan Native community, it is
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crucial that the Commission work closely with the Seattle Indian Center to resolve current and
future space issues satisfactorily.

RECOMMENDATION

The Seattle Indian Health Services Commission should continue to pursue space alternatives for
the Seattle Indian Center.  The Executive Director should continue to work closely with both the
Seattle Indian Center and Seattle Indian Health Board to ensure that the interests of both tenant
agencies and the Native American/Alaskan Native community are appropriately served.

FINDING 3:  SEATTLE INDIAN SERVICES COMMISSION’S FINANCIAL
MANAGEMENT PRACTICES WERE GENERALLY CONSISTENT WITH CITY
POLICIES AND CONTRACTUAL AGREEMENTS FOR FINANCING ITS FACILITIES
WITH PUBLIC BONDS.

As a public corporation, the Seattle Indian Services Commission is responsible for complying
with Washington State laws and the Seattle Municipal Code provisions relating to public
corporations.  In addition, the Seattle Indian Services Commission is responsible for complying
with the interlocal agreements with the City for the financing of the Leschi Center and Pearl
Warren Building.

Based upon the review of the Seattle Indian Services Commission audits and information
provided by the Commission and PDA Coordinator, the Seattle Indian Services Commission was
generally in compliance with financial policies and contracts.  However, two exceptions were
noted regarding the Seattle Indian Services Commission’s investments and delayed tenant
payment of facility maintenance expenses, which were addressed by the Commission.1

RECOMMENDATIONS

The Seattle Indian Services Commission should continue to adhere to Washington State, City of
Seattle, and its own new policies regarding the investment of funds in excess of those required
for its operations.  In addition, the Seattle Indian Services Commission should review the
interlocal agreements with the City of Seattle for the Leschi Center and the Pearl Warren
Building to ensure that it is in compliance with all requirements related to the various debt
service and maintenance funds.

                                                       
1These issues are discussed in the City Auditor’s letter to the Seattle Indian Services Commission’s Executive
Director, January 20, 2000.
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CHAPTER 3:  PUBLIC DEVELOPMENT AUTHORITY COORDINATOR

As noted in Chapter 1, this study of the Seattle Indian Services Commission is the third one
completed by the Auditor’s Office in a series on the City’s public corporations.  During each
study, the Auditor’s Office has consulted with the City’s PDA Coordinator as the liaison
between the City, the public corporations and the community.  The PDA Coordinator has worked
with the public corporations for 13 years and has consistently been an excellent resource due to
her responsibilities for the continuous monitoring and reporting on significant agency activities.

The PDA Coordinator is currently responsible for numerous activities and products.  These
include:

Ø Review of program activities for compliance with the City charter and for compliance with
the Seattle Municipal Code, SMC 3.110, that governs the operations of public corporations.

Ø Review of the budgets, financial reports, and audit reports for each public corporation, which
are submitted either annually or semi-annually based on mandated reporting requirements.

Ø Assist with identification and selection of individuals to serve on Public Corporation
Councils, and help prepare confirmation packages for review by City officials.  (Some
Council (Commission) members are appointed by the Mayor, and all appointments are
subject to confirmation by the City Council.)

Ø Negotiate and administer interlocal agreements between the City and the public corporations.

Ø Provide analysis, briefings and staff support for City staff and elected officials regarding
current or proposed public corporation issues.

Ø Assist City and public corporation officials and staff with the resolution of complex and
sensitive issues.

Ø Provide information regarding the operations and activities of the public corporations to the
public, the press, City elected officials and staff, and other jurisdictions.

Ø Evaluate the compliance of public corporations and performance in relation to City policies
and goals.

Ø Develop reports on the City’s nine public development authorities and their significant
accomplishments during the reporting period.

Appendices 3 and 4 provide a complete listing of the schedules and reporting requirements for
public corporations.  Because the PDA Coordinator reviews these materials and follows up on
irregularities and issues that are identified in the reports, as well as investigates complaints from
the City and community, the PDA Coordinator has both historic and comprehensive knowledge
that can be useful when new issues arise.  For example, audit staff consulted with the PDA
Coordinator during the course of this study about the investment and space expansion issues that
are addressed in the report.  The consultations were useful for several reasons.  The PDA
Coordinator was able to provide:  1) historic documents on the Special Obligation Revenue
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Bonds that were not available from other sources; 2) current information on the Seattle Indian
Services Commission investment activities; 3) constructive suggestions for developing the
findings and recommendations; and 4) suggestions regarding the need to observe the Seattle
Indian Services Commission’s rights and responsibilities as an independent entity as well as a
public corporation.

RECOMMENDATION/SUGGESTION

City of Seattle officials, staff and citizens are encouraged to contact the PDA Coordinator as a
knowledgeable resource on the operations and activities of the nine public corporations when
relevant questions or issues arise.
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APPENDIX 1

SEATTLE INDIAN SERVICE COMMISSION
STATEMENT OF PURPOSE

The following statement of purpose was extracted from Article IV of the Seattle Indian Services
Commission Charter.

“Recognizing that, in addition to social, cultural, health, educational and economic problems that
are shared by all ethnic minorities in urban areas, American Indians (many of whom have
reservation backgrounds) have unique social, cultural, health, educational and economic needs
that require unique approaches, the purpose of the Seattle Indian Services Commission shall be
to provide effective, comprehensive and coordinated planning services, activities and programs
that are consistent with or related to the Seattle Model Cities Program and that will meet the
unique needs of many Indian residents of Seattle who are scattered throughout the City. . .
In administering funds and contracting and exercising its powers in programs, the Seattle Indian
Services Commission shall specifically include within its purpose the carrying out of programs
to expand housing, job and income opportunities; the reduction of dependence upon welfare
payments; the improvement of educational facilities and programs; the combat of disease and ill
health; the reduction of the incidents of crime and delinquency; the enhancement of recreational
and cultural opportunities; and the general improvement in the living conditions of all the people
who live within Seattle and the accomplishment of these objectives through the most effective
and economical concentration and coordination of federal, state and local public and private
efforts.”
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APPENDIX 2

SEATTLE INDIAN SERVICES COMMISSION
1998 BALANCE SHEET

ASSETS

Cash and Cash Equivalents $     42,496
Due from Seattle Indian Center 51,637
Due from Seattle Indian Health Board 21,487
Other Assets 2,999
Investments – Notes (1) and (2)2 147,337
Fund Held by Paying Agents – Note (3) 730,215
Inventory – Traditions & Beyond 48,897
Property and Equipment Net of Accumulated Depreciation – Note (4) 8,772,178

Total Current Assets $9,817,246

LIABILITIES

Accounts Payable $       3,477
Salaries, Taxes and Benefits Payable 37,438
Rent Received in Advance 63,808
Accrued Interest Payable on Bonds Payable from

Funds Held by Paying Agents – Note (3) 101,178
Bond Payable – Note (3) 9,950,000

Total Current Liabilities $10,155,901

Equity (Deficit)
Contributed Capital – Note (5) $1,096,240
Accumulated Excess (deficiency) of Revenues Over Expenses (1,434,895)

Total Equity (Deficit) $ (338,655)

Total Liability And Fund Balance $9,817,246

Source:  John L. O’Brien and Company, Seattle Indian Services Commission Financial Statements for
the Years Ended June 30, 1998 and 1997, and Independent Auditors’ Report (July,1999).

                                                       
2John O’Brien and Company included five notes to the Balance Sheet shown above.  The notes are incorporated in
the Independent Auditors’ Report as Exhibit E, which is ten pages in length.  Exhibit E is not included in this report
due to its length; however, the full audit document is on file in the City Clerk’s Office and the City Auditor’s Office.
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APPENDIX 2 (CONTINUED)

SEATTLE INDIAN SERVICES COMMISSION
STATEMENTS OF REVENUES, EXPENSES AND CHANGES

IN FUND BALANCE
JUNE 30, 1998 AND 1997

1998 1997

Revenues

Rental Income $1,126,122 $1,092,708
Sales—Traditions & Beyond 94,947 100,114
Investment Income 47,344 50,782
Increase of Fair Value of Investment Securities 19,301 17,344
Fund Raising and Other Income          8,141           1,153

Total Revenues $1,295,855 $1,262,101

Expenses

Utilities $   39,167 $   36,001
Maintenance, Repair and Supplies 97,958 73,990
Maintenance Salaries and Related Expenses 27,940 22,950
Taxes, Licenses and Permits 370
Insurance 14,388 14,974
Administration:
Salaries and related expenses 126,142 137,090
Office Expenses 22,069 15,438
Audit Fees 8,930 9,470
Board Expanses 5,349 5,878
Bond Service Charges 3,705 4,402
Depreciation 262,179 262,158
Interest on Bonds Payable 607,865 620,103
Cost of Goods Sold—Traditions & Beyond 53,038 47,567
Operating Expenses—Traditions & Beyond 61,429 52,821
Fund Raising Expenses 1,907
Operations Program 7,765 7,220
Grants and Scholarships         13,411          4,632

Total Expenses $1,351,335 $1,316,971
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APPENDIX 3

SCHEDULE AND GENERAL REPORTING REQUIREMENTS
FOR PUBLIC DEVELOPMENT AUTHORITIES

The PDA Coordinator sends notices to the City’s public development authorities each year to
remind them of annual reporting requirements.  The following is an example of the notice sent to
the agencies for the 1999 reporting period.

 
 The following is a schedule for submittal of reports to the City Clerk and the Strategic Planning
Office.  This information highlights the more detailed Seattle Municipal Code Requirements
document, a copy of which is attached to this memorandum.
 
 March 31, 1999  Annual Report for Operations During 1998.  All PDA’s must file with

the City Clerk and the Office of Strategic Planning an annual report
that includes narrative descriptions of activities undertaken during
1998, and activities planned for 1999, the 1999 projected operating
and capital budgets, if applicable, and PDA Council resolution(s); a
statement of income and expenditures; and the other reports listed on
page 4 of the Seattle Municipal Code (SMC) as attached.

  
 April 15, 1999  Statements of Economic Interest.  By April 15 each year, PDA and

City Clerk files must both contain current Statements of Economic
Interest for all PDA Council members and all executive, professional,
and administrative staff.  The general schedule for filing Statements of
Economic Interest is outlined below.

  
 June 30, 1999  Audited Financial Statements.  If a PDA submits unaudited financial

statements with its annual report, the PDA must submit audited
financial statements to both the City Clerk and the Office of Strategic
Planning by June 30 (for a PDA whose fiscal year ends December 31
or March 31).

  
 September 30, 1999  Audited Financial Statements.  A PDA whose fiscal year ends June 30

has until this date to submit audited financial statements.
  
  General Reporting Requirements
  
 Rules and Regulations  Any changes made to a PDA’s rules and regulations must be filed

with the City Clerk (and informational copies submitted to the Office
of Stategic Planning) 10 days before they take effect, unless passed by
unanimous vote of the PDA Council and the Constituency, if one
 exists, and an earlier effective date is set.  Any changes not already
filed with the City Clerk must accompany the PDA’s annual report.
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 Discrimination
Prohibited

 All PDA’s must annually submit to the City Clerk a statement that
they comply with the requirements of SMC 3.110.260 as attached.

  
 Submitting
Appointments for
Confirmation

 All PDA appointments must be confirmed by the City Council.
 
Ø For every vacancy caused by the expiration of a Council member’s

term, the appointment is to be submitted to the City Council 60
days before the term expires.
 

Ø For vacancy of PDA Council and Constituency (elected)
appointments caused by the expiration of a Council member’s
term: “appointment...shall be submitted to the City Council
promptly after the election...occurs.

 
Ø Copies of blank forms to be filled out for appointment packages

are attached to this memorandum.
 
 Informational copies of all appointments submitted for confirmation
should be sent to the PDA Coordinator in the Office of Strategic
Planning.

  
 Meetings/City
Participation

 PDA’s are required to inform both the Mayor and the City Council of
all PDA Council and Constituency meetings.  Informational copies of
meeting notices and meeting minutes must be submitted to the PDA
Coordinator in the Office of Stategic Planning before the meeting.
Please remember to notify these offices if a meeting is canceled.

  
 Liability Statement  SMC 3.110.390 requires PDA’s to post a liability statement in a

location conspicuous to the public at their principal office and for this
same liability statement to appear on all contracts, bonds, and other
documents that may entail debt or liability by PDA’s (see SMC
Requirements for an explanation and the wording of the statement).

  
 Annual Report  See SMC Requirements 3.110.400 and list attached.
  
 Charter Amendments  PDAs must file proposed amendments in duplicate with the City Clerk

and an informational copy to the Office of Strategic Planning.

 Insurance  PDAs must have public liability insurance in an amount acceptable to
the Mayor.  PDAs must submit with their annual report a certificate of
insurance naming the City as an additional insured with a copy of the
Certificate of Insurance forwarded to: Risk Manager, Department of
Finance, 1st Floor Municipal Building, Seattle, Washington 98104.
Any additional specific information requested by the Risk Manager
should be forwarded as well.
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 Statements of
Economic Interest

 See SMC Requirements, SMC 3.110.570
 
Ø Statements of Economic Interest are to be filed with the PDA and

the City Clerk within two weeks of the time a person selected for
appointment begins serving on a PDA Council, or within two
weeks of the date of hire for all PDA executive, professional, and
administrative staff.
 

Ø PDA’s must submit statements annually by April 15th for all PDA
Council members and executive, professional, and administrative
staff.
 

Ø A copy of the Statement of Economic Interest form is attached.
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APPENDIX 4

INFORMATION REQUIREMENTS FOR PUBLIC DEVELOPMENT
AUTHORITIES’ ANNUAL REPORTS

The following is a condensed list of information requirements for the annual reports submitted
by the City’s Public Development Authorities.  The PDA Coordinator sent this listing as a
courtesy to the public corporation in May 1999 to remind them of annual reporting requirements.

 
Ø Narrative summary of projects and activities planned for the current year;

Ø Projected operating budget for the current year;

Ø Projected capital budget for the current year (if annual capital expenditures are expected to
exceed $100,000);

Ø Copy of the Council (Commission) resolution(s) adopting the budget or budgets;

Ø List of corporate officers;

Ø List of officers bonded and the amount of the bond;

Ø List of depositories, with any planned changes noted;

Ø List of all PDA Council members and other corporate officials, their positions, addresses, and
telephone numbers;

 
Ø Copy of the PDA’s current rules and regulations (if these were changed and have not

previously been filed); and
 
Ø Certificate of insurance naming the City of Seattle as an additional insured with a copy to the

Risk Manager.
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APPENDIX 6

AUDITOR’S COMMENTS TO

SEATTLE INDIAN SERVICES COMMISSION’S RESPONSE

The Seattle Indian Services Commission’s response to our study largely ignores the three
positive findings and the constructive recommendations presented in the report.  In addition, the
response attempts to negate the second study finding and redresses its documented history of
judicious management practices by focusing on its recent frustrations in dealing with the Seattle
Indian Center on an unresolved space issue and with the City Auditor’s Office on an unavoidable
review process.  The strong tone of the response is also paradoxical given the Commission’s
fundamental mission as the landlord of publicly financed facilities that house programs serving
the Native American/Alaskan Native Community, and its observation regarding “the hostility the
Seattle Indian Center feels toward the Seattle Indian Services Commission.”  Tenant issues are
inherent in the management of public facilities.

The Seattle Indian Services Commission’s response is also inconsistent with the documentation
provided during the audit process and contradicts itself in the discussion of the Seattle Indian
Center’s space issue.  The excerpts below illustrate discrepancies in the Seattle Indian Services
Commission’s response along with our comments.

Ø Page 1, Paragraph 2:  “The hot meals problem was resolved by May 1, 1999 but the
Seattle Indian Center refused to accept the decision made by six of the eight Seattle
Indian Services Commission Board Members.  By giving the Seattle Indian Center’s
claims validity, your office kept the [space] issue alive an additional six months.”

We agree that Seattle Indian Services Commission reached a decision by May 1, 1999 to
deny the Seattle Indian Center’s request to relocate its food program from the Leschi Center
to the Pearl Warren Building.3  At the same time that the decision was reached, however, the
Seattle Indian Services Commission and Seattle Indian Health Board were exploring
alternatives to address the Seattle Indian Center’s space needs, which involved both the hot
meals and child care programs.  Appendix 7 contains relevant meeting minutes and
correspondence from the Seattle Indian Services Commission to the Seattle Indian Center’s
Executive Director that document efforts to explore alternatives to resolve the Seattle Indian
Center’s space issue well beyond May 1, 1999.

While the Seattle Indian Center accepted the Commission’s decision not to relocate the food
program from the Leschi Center to the Pearl Warren Building, it is true that the Center raised
numerous issues about the Commission’s decision process.  In addition, the Seattle Indian
Center was not responsive to the Commission’s subsequent efforts to address its space needs
due to process issues.  It is misleading, however, to indicate that the hot meals problem was
resolved as of May 1, 1999 given the Commission’s later actions to address the child care
space that was directly constrained by the location and operation of the hot meals program.

                                                       
3The Seattle Indian Services Commission made the decision to deny the relocation of the hot meals program at its
regular meeting on April 28, 1999.
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Furthermore, the Seattle Indian Center’s concerns about the decision process and the Seattle
Indian Services Commission’s efforts to explore space alternatives, which was prudent from
a landlord perspective, effectively “kept the issue alive.”

Ø Page 2, Paragraph 2:  “The audit states on page five that ‘relations among the Seattle
Indian Services Commission agencies were strained due to an unresolved space issue.’
Only the Seattle Indian Center was upset with the Seattle Indian Services Commission.
The other constituent agencies were in agreement that the hot meals program should
not be moved to the Pearl Warren Building.”

We agree that the Seattle Indian Center was the only constituent agency upset with the
Seattle Indian Services Commission’s decision to deny the proposed relocation of its food
program to the Pearl Warren Building.  Nevertheless, our study correctly states that
“relations among several of the Commission’s constituency groups became strained.”  This
observation was drawn directly from the Seattle Indian Services Commission Executive
Director’s October 18, 1999 memorandum to the Seattle Indian Center’s Commssion, and is
also based on the actions taken by multiple individuals following the Commission’s April
28th decision on the hot meals program.  Appendix 7 contains examples of meeting minutes
and correspondence documenting the relations between the Seattle Indian Services
Commission, the Seattle Indian Center and the American Indian Women’s Service League
subsequent to the Seattle Indian Services Commission’s decision to deny the proposed
relocation of the hot meals program.

Please note that on page 2, paragraphs 2 and 3, of its response, the Seattle Indian Services
Commission appears to take exception with additional statements contained in our study.
Upon closer examination, the Commission’s response is simply elaborating on those
statements, offering its opinion on the Seattle Indian Center’s ability to cover additional
rental expenses, and providing current information on the status of the space issue that has
continued well beyond the timeframe of our review.

Ø Page 2, Paragraph 4:  “It should be noted that as late as the last meeting of the Seattle
Indian Center Board (March 20, 2000), there was no mention of the fact that the Seattle
Indian Services Commission offered to develop space specifically to meet Seattle Indian
Center’s requirements.”

Seattle Indian Services Commission’s offer to develop space specifically to meet the Seattle
Indian Center’s requirements was communicated in October 1999 correspondence from the
Commission’s Executive Director to the Seattle Indian Center’s Executive.  The
Commission’s acknowledgement of its offer to develop space to meet the Seattle Indian
Center’s requirements is inconsistent with the Commission’s earlier statement on page 1,
paragraph 2, indicating that the hot meals problem was resolved as of May 1, 1999.
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Ø Page 3, Paragraph 1:  “The conclusions which were reached in February 2000 could
have been reached in October 1999.  While I appreciate the positive comments made
about the performance of the Executive Director and am in complete agreement
with the analysis of the important role the PDA Coordinator plays, it would have
been better for the Seattle Indian Services Commission had the process been
condensed.”

This study was conducted between September and December 1999, concurrently with
another study.  The study findings were based upon the review of an extensive array of
historical and current documents, including multiple bond proceedings, contracts, lease
agreements, annual reports, financial reports, market analyses, meeting minutes, and
correspondence.  Audit staff provided a technical draft study to the Seattle Indian Services
Commission in January 1999 along with a separate management letter on two additional
administrative issues.  The final report, which included the technical corrections requested by
the Seattle Indian Services Commission, was provided to the Commission for formal
comment on February 4, 2000.  The Seattle Indian Services Commission’s response was
received on March 28, 2000.  We believe the review process was timely given the scope of
work.

Finally, we want to comment on one additional process item.  The Seattle Indian Services
Commission’s response indicates that conflicting information was provided to the auditor
during the review process.  The Commission’s statement is correct.  Because conflicting
information often surfaces during our reviews, our standard practice is to request
documentation when the situation arises.  The auditor may appear to be “suspicious” about
the information, but is actually adhering to audit standards by requesting supporting
documentation.  If the supporting documentation is not forthcoming, the information will not
be included in the report.

The Seattle Indian Services Commission specifically cites a conflict situation in which the
Seattle Indian Center claimed not to have received hand-delivered memoranda in October
1999 that conveyed the Commission’s offer to develop additional space to address their
space needs.  However, the Commission’s space offer is acknowledged in our report because
the same memoranda were also distributed to the Seattle Indian Center’s Commissioners at
the regular Commission Meeting and were distributed as attachments to the meeting minutes.

We sincerely appreciate the cooperation of the Seattle Indian Services Commission and its
constituent agencies during the review process, and regret any inconvenience associated with our
study.
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APPENDIX 7

REFERENCES REGARDING SEATTLE INDIAN SERVICES
COMMMISSION’S RESPONSE AND AUDITOR’S COMMENTS
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Office of City Auditor Report Evaluation Form

FAX...WRITE...CALL...DROP BY...
HELP US SERVE THE CITY BETTER

Our mission at the Office of City Auditor is to help assist the City in achieving honest, efficient
management and full accountability throughout the City government.  We service the public interest by
providing the Mayor, the City Council and City managers with accurate information, unbiased analysis,
and objective recommendations on how best to use public resources in support of the well-being of the
citizens of Seattle.

Your feedback helps us do a better job.  If you could please take a few minutes to fill out the following
information for us, it will help us assess and improve our work.

*   *   *   *   *   *   *   *   *   *   *   *   *   *   *   *   *   *   *   *

Report: Special Study of Seattle Indian Services Commission

Please rate the following elements of this report by checking the appropriate box:

Too Little Just Right Too Much
Background Information
Details
Length of Report
Clarity of Writing
Potential Impact

Suggestions for our report format:                                                                                                             
                                                                                                                                                                   
                                                                                                                                                                   

Suggestions for future studies:                                                                                                             
                                                                                                                                                                   
                                                                                                                                                                   

Other comments, thoughts, ideas:                                                                                                             
                                                                                                                                                                   
                                                                                                                                                                   

Name (Optional):                                                                                                                                        

Thanks for taking the time to help us.

Fax: 684-0900
Mail: Office of City Auditor, Suite 4090, 700 Fifth Avenue, Seattle, WA 98104-5030
Call: Susan Cohen, City Auditor, 233-3801
E-mail: auditor@ci.seattle.wa.us
Drop by and visit:  40th Floor, Key Tower
http://cityofseattle.net/audit/




